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House Resolution 262, 84th Congress, Ist session 


Resolved, That the Committee on House Administration, or any 
subcommittee thereof, is authorized to conduct a full investigation 
and study of the operations of federally operated printing services 
with particular reference to the administration, by rule, regulation, 
or otherwise of the provisions of law to Government printing, binding 
reproduction, and distribution services, the sale and distribution of 
Government publications, and Government paperwork in general. For 
the purpose of carrying out this resolution the committee, or any 
subcommittee thereof, is authorized to sit and act during the present 
Congress at such times and places in the United States whether the 
House is in session, has recessed, or has adjourned, to hold such 
hearings and to require, by subpena or otherwise, the attendance and 
testimony of such witnesses and the production of such books, records, 
correspondence, memoranda, papers, and documents, as it deems neces- 
sary. Subpenas may be issued under the signature of the chairman 
of the committee or any member of the committee designated by such 
chairman, and may be served by any person designated by such 
chairman or member. 
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TUESDAY, JULY 17, 1956 


Untrep States House or Representatives, 
SuscoMMITreE To Srupy Feperat Printine 
AND PAPERWORK, OF THE 
Commirrese on House ADMINISTRATION, 
Washington, D. C. 

The Subcommittee To Study Federal Printing and Paperwork of 
the Committee on House Administration, authorized by House Reso- 
lution 262, 84th Congress, met, pursuant to call, at 10 a. m., in room 
G-53, the Capitol, Hon. Wayne L. Hays (chairman) presiding. 

Members present : Representatives Wayne L. Hays of Ohio (chair- 
man), Paul C. Jones of Missouri, and Karl M. LeCompte of Iowa 
(member ex officio). 

Staff members present: John F. Haley, staff director; Philip Bil- 
lings, legal counsel; and Asselia Poore, research analyst. 

Mr. Hays. This is an executive hearing, as you know. I would like 
to go into this matter of military payment certificates which are com- 
monly called, in the field, “scrip.” I am sure that you would like to 
sketch out some of the background of it. I am also aware of the fact 
that in 1946 you did have a very difficult problem facing you with 
respect to foreign currencies and their value, bl: ackmarketing, and 
what have you. 

I do not think that there would be too many people who would argue 
about. the necessity for some kind of control. But as I have traveled 
in Europe rather frequently in the past few years, and especially last 
year as a member of the Foreign Affairs Committee and as chairman of 
the NATO Parliamentary Delegation, I was met almost every place 
I went with complaints, not only from PX managers but from just 
ordinary GI’s and officers about the inconvenience and harassments 
connected with their pay over there. They could not see why, when 
1 million tourists are anticipated in Europe in the year 1956, more 
than one-half million being Americans, none of whom have any cur- 
rency controls and restrictions, it was necessary that they should have 
to use scrip themselves. Frankly, neither can I, especially when it is 
costing the Government money. 

It is costing the Government money not only in the printing cost. 
I would not attempt to estimate the other costs that go with the man- 
aging of this third currency. 

I would like for you people to give us as thorough an explanation as 
you can why this has continued 10 years after the war, and how much 
longer vou propose to continue it. That is generally what we would 
like to discuss. 
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2 MILITARY PAYMENT CERTIFICATES 
Mr. Phillips, I think that perhaps you would want to lead off. 
STATEMENT OF ASSISTANT SECRETARY OF DEFENSE CHARLES A. PHILLIPS 


Mr. Puiuies. I am here representing the Accounting Policy Divi- 
sion, Assistant Secretary of Defense (Comptroller), and the respon- 
sibility for the handling of foreign-currency problems rests In my 
particular branch of that division. You apparently have a good back- 
ground and knowledge as to why we began the use of MPC’s back in 
1946. 

Mr. Hays. Thank you. I do not know how good it is. Perhaps it 
would be well if you would give a brief sketch of the picture so that 
anyone looking over the record would know what it is. 

Mr. Puriies. I have no prepared statement. 

Mr. Hays. That is quite all right. 

Mr. Puttures. I did not know exactly what turn the questioning 
would take, and therefore prepared no statement. I was not in the 
Defense Department in 1946. Of course, there was no Defense Depart- 
ment in 1946 when the MPC’s were begun. The Treasury and the 
Army representatives who are here will undoubtedly be able to supple- 
ment what I have to say. 


HISTORY OF USE OF MILITARY PAYMENT CERTIFICATES 


Immediately after World War II, we had large numbers of troops 
in foreign countries and we were paying them at that time with local 
currencies which, in some cases, were quite soft. When we pay our 
troops with local currencies, we must be in a position to redeem them 
in dollars and we soon found ourselves with tremendous amounts of 
local currencies which we had redeemed in dollars and which had 
depreciated in value. It was basically for our own protection that 
we turned to the use of a dollar-denominated substitute for a dollar, 
or the military payment certificate, in 1946, to prevent the accumu- 
lation of these large quantities of local currencies, together with the 
fact that most of the countries, when they reassumed their autonomy, 
brought back into effect regulations governing currency which would 
not permit us to use dollars to pay our troops without their consent. 
We did get consent from these countries to use the military payment 
certificates since by limiting their use to authorized holders, and by 
using them basically in our own enclave, in our commissaries, PX’s, 
and for paying our people, they did not get into the local economy to 
the same extent that dollars would. 


DIFFERENT PRICES IN BERLIN FOR THREE TYPES OF CURRENCY IN USE 


Mr. Hays. I notice you said “to the same extent,” but they did get 
into the local economy to some extent ? , 

Mr. Puiups. That is right. 

Mr. Hays. I remember in 1949 when I was in Berlin they had 3 
prices. You would go into a shop to*buy something and they would 
quote you 3 prices, 1 in Deutsche Marks, 1 in blue dollars, and 1 in 
green dollars. 

Mr. Phillips, when was it that the Germans stabilized their cur- 
rency? That was just subsequent to 1949? 

Mr. Netson. I believe it was 1948—in June. 
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MILITARY PAYMENT CERTIFICATES 3 


Mr. Hays. I was there in October. I think we all realize it took a 
little time for the Germans to gain confidence in the mark. As far as 
I can see now, it is one of the hardest currencies in Europe, if not in 
the world. 

Mr. Puuiuirs. Recognizing conditions have generally changed 
many of the countries in which we have troops, the Department of 
Defense, through action of our Armed Forces Policy Council, which 
is made up of the Secretaries of each of the military departments and 
the military Chiefs of Staff of each department, in January 1954, they 
adopted a resolution that we would undertake to eliminate the use of 
MPC’s wherever it was not to our disadvantage and we could use an 
adequate substitute. Shortly after, I think in March of 1954, we 
addressed a letter to the State Department and the Treasury Depart- ° 
ment asking that they work with us in the elimination of MPC’ 
wherever that could be done; the State Department because it carries 
on negotiations with foreign countries, and the Treasury Department 
because it has the principal responsibility for our Government's 
financial and monetary policy. 

Since March 1954, we, working with the Treasury Department and 
the State Department, have had a series of meetings at which we 
discussed this MPC problem on a country-by-country basis. We have 
made some progress in eliminating them. We still use them in some 
countries. 

Mr. Hays. Could you be specific and tell us what countries you have 
made progress in ¢ 

Mr. Puuuirs. I think it is progress in that we did not introduce 
them into some countries that we were expected to. For example, we 
were building up our forces in Spain and there was consideration given 
to putting in MPC’s in Spain because of the expected impact on the 
Spanish economy that our troops would have. We decided not, with 
Treasury and State concurrence, to put them in Spain. We did not 
put them in Turkey where we had a substantial number of troops, and 
we have eliminated them in Greece, Belgium, Yugoslavia, Hungary, 
Austria, and Trieste. 


DOLLARS TO REPLACE USE OF SCRIP IN GERMANY 


Mr. Hays. We do not have any troops in Austria, do we? 

Mr. PHruuires. Not to my knowledge. We still have MPC’s in 
France and French Morocco, Germany, Iceland, Italy, Japan, Korea 
Libya, the Philippine Islands, the Ryukyus Islands, and the U nited 
Kingdom. 

Within the past few months we have obtained the permission of 
the German Government to discontinue them in Germany, which is 
the country in which we have the largest concentration of troops. 
The Germans have said that we may use dollars to pay our troops 
in Germany. We are working out the details with the De | dps 
of the Army, which is the executive agent of the MPC’s, and we 
are expecting to go on a dollar basis in "Germany fairly soon. The 
date has not been established and we will probably convert without 
any preannounced date. We will convert all circulating MPC’s in 
ay 4 into dollars and be on a dollar basis there. 

We also pursuing the matter further in Italy and expect some 
favor: cs reaction from the Italian Government. 
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BRITISH GOVERNMENT FAVORS SCRIP CONTINUATION 


Mr. Hays. What about the British ? 

Mr. Puituirs. In Great Britain we have eliminated the MPC’s at 
one point, the Prestwick Air Force Base in Scotland, which isa MATS 
terminal and the point through which a lot of transients go. We do 
not use them there. But other than Prestwick, we do use them in the 
other military establishments that we have in the United Kingdom. 
We have been unsuccessful in getting any favorable reaction from 
the British Government for their discontinuance in Great Britain. 

Mr. Hays. Why is it necessary to ask the British Government how 
we pay our troops? 

_ Mr. Pamurps. We are their guests; they are the host country. They 
have currency regulations which we must abide by. 

Mr. Hays. Would they have any objection to our paying our troops 
in their currency ? 

Mr. Netson. Probably not. We have not approached them spe- 
cifically on that. 

Mr. Hays. What would your objection be? 

Mr. Puiturps. Well, our past unfavorable experience in paying 
troops in local currency would cause us to be very cautious about it. 
The Treasury Department establishes our policy in matters of that 
kind. Probably that would be something Mr. Nelson would like to 
talk on. 


STATE DEPARTMENT POLICY ON PAYING ITS PERSONNEL IN FOREIGN 
COUNTRIES 


Mr. Jones. In England, where you are still using the military scrip, 
how do you pay other employees—say the employees of the State 
Department ? 

Mr. Puttures. Mr. Sproles is from the State Department. 

Mr. Sprotes. They are paid by Treasury check and carry their 
bank accounts in the United States and obtain sterling from our dis- 
bursing offices by exchange of personal checks for local currency 
needed. 

Mr. Hays. There is nothing to prevent persons in your employ from 
maintaining a bank account in England if they desire? 

Mr. Sprotes They may carry bank accounts in pounds sterling 
in England, but no dollar bank accounts there. 

Mr. Hays. They can convert their checks, take the checks to an 
English bank and have them cashed into pounds? 

Mr. Sprores. If they desire, we will pay them on the payroll in 
pounds sterling. They can elect to take a portion of their pay in 
pounds sterling at any time and the balance in a Treasury check. 

Mr. Jones. [ presume that the same thing applies in other coun- 
tries; in other words, Germany ? 

Mr. Sprotes. Correct. That is worldwide. 

Mr. Puitures. There is quite a difference, of course, in the number 
of personnel that the State Department would have in a country versus 
military personnel. 

Mr. Jones. I understand there is a difference, but I still cannot see 
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the reason for having 3 currencies when you could reduce it to 2, be- 
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cause there is bound to be an extra cost in maintaining the printing 
and the distributing and the bookkeeping and everything else. 

Mr. Puiiiies. Back in 1946, when this question was first considered, 
Secretary Stimson of the Army, who was a lawyer of international 
reputation, and I believe later Secretary Patterson of the Army, both 
rendered opinions on the legality of paying our people in other than 
dollars. They both felt we could not discharge our obligations to the 
members of the Armed Forces if we paid them in other than dollars, 
and that the members could insist on receiving their pay and allow- 
ances in dollars, too, unless the regulations were changed. The State 
Department, I believe, does pay its personnel allowances in dollars, 
but I think the regulations are somewhat different. 

We probably could change the regulations so we could legally pay 
the allowances in local currency, but we have a number of legal opin- 


ions that we could not meet our obligations if we paid our personnel 
in other than dollars. 


USE OF OCCUPATION CURRENCY IN FRANCE DURING WAR 


Mr. LeCompte. This is all very interesting. During World War I 
and World War II we paid the men in France in francs? 

Mr. Puinurps. Yes, we paid in occupation currency which we 
printed. We guaranteed the rate or relationship between the currency 
that we used and the dollar and we redeemed them at such rate. 

I believe you had not arrived when I said that after World War IT 
we found ourselves with hundreds of millions of dollars worth of local 
currency that had devalued very drastically and which we had re- 
deemed from the men. We had paid them in local currencies and we 


were obligated to redeem such local currencies when they turned them 
back for dollars. 


STABILIZATION OF GERMAN CURRENCY 


Mr. Hays. When do you consider the German mark became hard 
currency ¢ 

Mr. Puuutrs. I would have to ask Treasury. 

Mr. Neuson. I do not know that I can set a specific date. There 
has been a steady firming of it ever since the conversion of the Deutsche 
Mark back in the late 1940’s. Compared to many other European 
currencies, it has been firming during all the fifties. In the last few 
years it has been quite a hard currency. 

Mr. Hays. Would it be fair to say it has been firm at least for the 
past 5 years ¢ 

Mr. Arnon. I would think that in the last 2 years, it would be fairer 
to say, it has become a hard currency. 

Mr. Hays. My personal opinion is you are very conservative as to 
the number of years, but taking your statement at face value, that it 
has been 2 years, still this scrip has rolled merrily along. You say 
that you have been talking about it and you are going to do something 
about it, but it has not been done in 2 years. 

Mr. Puiures. That is right. 

Mr. Hays. That is the thing that interests this committee. 


82366—56——2 
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DESIRE OF DEFENSE DEPARTMENT TO ELIMINATE USE OF SCRIP 


Mr. Pures. We are not at all satisfied with the speed. We would 
have liked to push ahead a little more rapidly. The negotiations 
with foreign governments take a considerable amount of time. 

Mr. Hays. I understand that. How seriously have you talked to 
the British about this?) Have you made it clear to them that we cared 
one way or the other, or have you just said, “Do you want us to do it?” 
And have you let it drop at that ? 

Mr. Puruies. Treasury and State are the ones who carry on these 
negotiations with foreign countries and I prefer they answer. 

Mr. Jones. Who should take the initiative in doing this? 

Mr. Puuurrs. Treasury has the principal responsibility for our 
financial and monetary policy. The State Department has the re- 
sponsibility for negotiating with the foreign countries. We are, as 
well as we can, urging them to work with us in eliminating MPCs, but 
we still have to have their permission to do it. 

Mr. Jones. Who do you understand would have the responsibility 
for initiating this change? 

Mr. Puuuirs. Treasury, I would say. Do you agree with that, 
Mr. Nelson ? 

Mr. Nexson. Any of the interested departments could suggest it 
and institute a study of it. I think in actual practice your depart- 
ment initiated the question which was studied by both Treasury and 
State. As you say, on the negotiations with foreign governments, 
that is handled through the embassies and the State Department. 

Mr. Putuuirs. As I recall, Defense wrote to Treasury wel State in 
March of 1954 asking that they work with us in eliminating the MPC 
wherever it could be done advantageously. We asked Treasury in 
that letter, as I remember it, to take the initiative in the talks with 
the countries and the talks with the State Department, in pushing for 
this early elimination. 


METHOD OF CONVERTING SCRIP INTO DOLLARS OR STERLING 


Mr. Hays. What would be the objection of the British to our paying 
in dollars? The British pound is fairly stable. 

Mr. Nerson. I believe they have cited several objections. One 
they have cited, and also other countries, is a broad one that deals 
with their own sovereignty. It is perhaps more of a psychological 
objection than an economic one. They do not like to have what to 
them is a foreign currency circulating within their own country. 

In the case of United States coins, they have cited some law on their 
books that prohibits the circulation of foreign coins. They have also 
continued to worry in principle about the black market angle and the 
pressures that might be put on the pound, which is the economic rea- 
son that they have continued to object to this. 

Mr. Hays. Let me say I never noticed their worrying about my 
circulating dollars, except that I did not circulate enough. Secondly, 
what is the difference in the pressures on the pound between these 
military certificates, which are dollar currency, and regular dollars? 
They are convertible, are they not / 

Mr. Netson. The Defense Department can probably tell you more 
specifically about their regulations, but while the American military 
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personnel can convert military payment certificates into dollars, it is 
for remittance back to the United States. He cannot convert them 
into dollar currency on the spot and take them into the economy and 
use them. They are convertible for remittance back to the United 
States. 

Mr. Hays. He can convert any number of them into pounds; can 
he not 

Mr. Nexson. He can convert them into pounds through the disburs- 
ing officer. 

Mr. Hays. Where is your objection? You do not make yourself 
clear tome. I am not a financial expert. 

Mr. Nretson. The disbursing officer from whom the individual would 
get his pounds deals with the banking system in England at the pre- 
scribed rate of exchange and, therefore, the individual, when he goes 
to the disbursing officer, also deals at the prescribed rate of exchange. 
What I believe the host countries fear is that if he goes out with the 
green dollar he will go into shops and buy at what to him will be a more 
favorable black market rate in violation of their regulations. 

Mr. Hays. But there is not any such thing in England at the mo- 
ment. I have never run into it. 

Mr. Netson. I am not sure that there are in domestic markets. Ex- 
ter nally, there have been such markets in the past. That is one of their 
concerns. 

Mr. LeCompre. There have been times when there was a shortage of 
dollars in England and France and different European countries and 
they wanted American dollars. 

Mr. Netson. They wanted dollars very much, but that is why they 
want to keep the currency purchases by our military personnel in offi- 
cial channels. When the disbursing officers buy pounds for dollars, 
the British get the dollars in their official exchange holdings. If the 
individual serviceman goes out and deals with the individual shop- 
keeper the shopkeeper may hoard the dollars, or use them in some way 
in violation of their exchange controls. 

Mr. LeComprr. They do not want a serviceman to go to a depart- 
ment store, or a shop, or a restaurant and make his purchase in dollars ? 

Mr. Nexson. That is correct. 


TRAVELERS’ CHECKS AND DOLLAR SPENDING ENCOURAGED 


Mr. Hays. They have no objection to half a million tourists doing 
that; in fact, they encourage it. In some countries they have official 
signs that if you come in and spend American travelers’ checks, and/or 
dollars, they will give you 15 percent additional for the money, and 
then they can go to the sae and get 18 percent in France for it, so the 
French Government makes it profitable for them to get dollars from 
the tourists, but they cannot do it from the soldiers. 

Talk about discrimination, that is causing a lot of people to ask 
questions—why could the tourists do it and why cannot the soldiers 
do it, in addition to the fact that it is costing us a lot of money to do it. 

Mr. Netson. I will agree, there is that “discrimination. I do not 
know whether this is a unanimous opinion of all the foreign countries, 
but some have expressed the view that our soldiers are not in the 
category of tourists: they are formal representatives of the United 
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States Government and should be dealt with differently than the 
tourists. 

Mr. Hays. Pursuing this British question a little further, an Ameri- 
can tourist can go into a bank in Britain and exchange any number of 
dollars for pounds, but he is like the soldier in one instance, he cannot 
convert any of those pounds back into dollars, so the British have a 
one-way street on the currency there which is not in existence at the 
moment in Germany. 

Then we go ahead and protect them even further at the expense of 
our Government by paying our soldiers in third money. I do not want 
anyone to get the opinion that I am anti-British because I have de- 
fended the British down here on the floor many and many and 
many a time in the foreign aid program, but I think that there are cer- 
tain limits to which we should go to accommodate the friends of this 
country, and beyond that I think it looks ridiculous. The war has 
been over for 10 years now. - It seems like this scrip is going to go on 
forever unless someone prods someone along the way and ends it. 


DEPARTMENT OF DEFENSE ACTION TOWARD ELIMINATION OF SCRIP 


Mr. Jones. If I understood correctly, you said in 1954, Mr. Phillips, 
you wrote the Treasury and tried to start some machinery moving to 
discontinue the use of the scrip. 

Mr. Purtuirs. Yes; we did. 

Mr. Jones. I would not say that has been moving very fast. 

Mr. Puttutes. I quite agree; it has not moved very fast. 

Mr. Jones. Would you want to say where the friction comes and 
why we have stopped? You indicated that you are ready to get rid of 
the scrip in certain places. 

Mr. Puruies. Yes. 

Mr. Jones. Where is it stopped ? 

Mr. Puirurs. With the foreign governments; their reaction to our 
request for elimination of the MPC’s. As we understand it, when they 
have been approached by the Treasury representatives, or the State 
Department representatives, on behalf of the Treasury, they do not 
agree to it, with the exception of Germany. 

Mr. Jones. Would there be any way for us to have any evidence as 
to what progress has been made, and who in the foreign governments 
suggested that it would not be a good idea? I would like to know how 
much effort has been made. 

Mr. Puisiies. We have considered that to be in the area of foreign 
relations for which the State Department is responsible. 

Mr. Jones. They would be responsible for informing this committee 
why we are stopped ? 

Mr. Puiiurrs. Would that be true from your viewpoint, Mr. Nelson ? 

Mr. Netson. Yes; that is correct, I think. 

Mr. Jongs. Perhaps the State Department is the one that we want 
to talk to. 

Mr. Hays. Perhaps the State Department could address themselves 
to your question. 

Mr. Sprotes. The State Department has negotiated with some of 
these countries where the MPC’s are in use, and we have in some in- 
stances been turned down flat. If the committee would like to have 
copies of that correspondence that relates to it, we have the exchange 
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of correspondence with our Embassies abroad where they have in- 
formed us of the fact that the governments of these countries have 
objected to the elimination of the MPC’s and the introduction of dol- 
lars into their economies. We have specifically ones that I can recall 
from Japan and Korea where they turned us down just recently. We 
have had other exchanges, I believe with France and Italy, and we 
can produce the exchanges of correspondence. Naturally, not know- 
ing that you desired that, I did not have it with me this morning and 
I would like to look it up to get the information. 


SUGGESTION THAT U. 8S. MILITARY PERSONNEL USE PX’S EXCLUSIVELY 


Mr. Hays. Did it ever occur to your people there are other ways of 
doing this than just asking these people about it? For instance, I 
recall something that happened in Garmischkirchen. The Americans 
requisitioned more than half the hotels and accommodations for a 
recreation area for our troops in Germany and the Germans began 
demanding that they wanted it turned back and that they wanted it 
for themselves and to get the Americans out. So the commanding gen- 
eral at that time put Garmischkirchen off the limits for 1 month and 
had everybody out on the field, and before the month was up all of the 
innkeepers and everyone in Garmischkirchen were screaming for the 
Americans to come back because the dollars began to dry up and it be- 
gan to hurt. They were pleading with the general to let the troops 
come back so that they could spend their money again. 

So perhaps if you people informed the British Government, for in- 
stance—all right, we will continue to use scrip but it is not going to be 
convertible into pounds, and if the troops want to buy anything they 
can buy it from the PX’s, I think you will get results. 

Mr. Sprotes. You would not be able to take the number of soldiers 
we have in some of the countries and be assured of the fact they would 
do that any more than they would do with the dollars we give 
them. These countries would be objecting to our stepping into their 
economy with a second legal tender that we would be introducing. 
They make objection on the basis of their sovereignty to control the 
legal tenders that operate in their country, and we would be intro- 
ducing perhaps a second legal tender if we traded promiscuously with 
green currency. 

Mr. Hays. They not only have no objections to a second legal tender 
from a half million tourists, they are pleading for it. How many 
troops do we have overseas? I would not think anything lke half 
a million. 

Mr. Pututes. I do not know the troop strength. 

Mr. Hays. We do not need to put anything in the record here about 
the number of troops, but I will bet it is nowhere near the number of 
tourists. I doubt if it would approach 25 percent. 


SAVINGS REALIZED BY USE OF SCRIP IN GREAT BRITAIN AT TIME OF 
DEVALUATION OF POUND STERLING 


Mr. Bicetow. Immediately after we introduced the Deutsche Mark 
at the ratio of 10 Deutsche Marks to $1, in the summer of 1948, the Com- 
munists blockaded Berlin. We then commenced an airlift and the 
number of American military personnel in England was stepped up 
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very, very materially. Prior to that time we had been paying our 
people in England im dollars. There was a letter received from the 
British Foreign Office saying in view of the increase in the number of 
military personnel they would appreciate very much if we were to pay 
our troops in sterling. This was before the devaluation of the pound. 
‘lhe pound at that time was around $4. For the reason that we felt 
the pound was soft we introduced the MPC’s. The MPC has con- 
tinued to be there. Had we been paying in sterling at the time it 
would have meant for us an overnight loss of about 30 percent from 
the devaluation of the pound. 


USE OF TRAVELERS CHECKS BY TOURISTS 


When we talk about the introduction of the MPC, or the elimination 
of the MPC, it is only where an adequate substitute can be found. 
You make reference to a half million tourists going to England. | 
do not know, but having been in the international business for some 
time, I am quite certain “that the great majority of those tourists will 
carry dollar instruments rather than green currency. They will carry 
travelers’ checks which are negotiable only through a banking system. 
if a man accepts a check and hoards it, he does not get his money back. 
I think there was a time when more than $3 million worth of travelers’ 
checks had not been cleared back to the issuer because the people were 
hoarding them. 

In England you can go into a shop with travelers’ checks because the 
shop will get its sterling back by putting the travelers’ checks through 
the banking system. We cannot pay our troops in travelers’ checks, 
so when we try to find a substitute for military payment certificates 
and we talk dollars, we are talking currency. I think one errs if one 
tries to compare the seasonal use of dollars by tourists with the every 
2 weeks paying of X-number of people in green. 

The British were more recently approached since we have cut down 
the number of our personnel in England, and as Mr. Nelson has pointed 
out, they did not want American coinage. 


ADMINISTRATIVE PROBLEMS IN USE OF DOLLARS IN FOREIGN COUNTRIES 


The policing of the individual number of military personnel after 
you have paid them in green would make the administration of 
this program in a country where we have to cooperate with the foreign 
exchange regulations of the country a very expensive proposition. To 
be sure, in France they do permit certain luxury items to be sold for 
dollars direct, either green or travelers’ checks, as an export item, but 
the average run of the mill type of thing that a military man would 
buy is not sold at any such discount. So when we speak of progress, 
or lack of progress, there has always been what is referred to as the 
overall advantage to the United States. 

Now, I happen to have been around when the MCP was created, and 
later, when the letter was received from the British saying, “Please 
pay your men in sterling.” Now, it was a good thing we did not. 
When we asked them, “Can we pay in green?” the answer is that in 
their opinion it would impinge on their sovereignty. 

I would like to bring this up: The MPC is an instrument to be given 
to a man who is authorized to use the support facilities of the United 
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States Government—what we call our quasi-official activities, that is, 
the officers’ clubs, the enlisted men’s clubs, the PX’s, the commissaries, 
and the ships’ stores. It is exactly as if those stores were established 
on a great long peninsula of land from the United States. The man 
obtains his MPC’s to shop in that store in order that he can buy there 
what he is accustomed to getting back home. 

The commanding officer 1s the man who decides who is authorized 
to trade in the PX, or use the officers’ club. If he is authorized to use 
the facilities of that quasi-official activity, he is authorized to have 
MPC’s. One of the reasons why the MPC has gotten out of hand and 
into the economy of some of these countries is because some of these 
people want the MPC in order to make deals with an authorized 
holder to go into the PX to buy things that the local people cannot get 
in their own economy. 

The standard of living that we try to give our people through the 
existence of these PX’s could not be maintained, generally speaking, 
if we did not have the PX’s. They usually do not handle luxury 
items such as kid gloves, it is Gillette safety razors and that sort of 
thing. 

Mr. Hays. Can you tell me what items are sold in the P-X’s in Ger- 
many that cannot be bought in the German economy ¢ 

Mr. Bicttow. Today, perhaps none, except American cigarettes at 
cheaper prices. In earlier days, the PX in Paris handled German 
goods and Swedish goods, and to the extent of such imports, some 
governments felt that we were taking an amount of profit out of the 
hands of the local merchants. It is for that as well as for other rea- 
sons that the Germans are perfectly willing to have the MPC’s taken 
out. 

There are many items in the PX’s in Paris that you cannot buy in 
the local economy at anything like the comparable prices. The theory 
behind this whole MPC thing was that we had to pay our troops in a 
denominated piece of paper money; we did not want to put into a 
country X thousands of consuming nonproducers and put them on the 
economy of the country lest we create inflation, and here was the best 
medium. The governments whose currencies are hard show more of 
an inclination to let us remove the MPC’s than the governments whose 
currency in their own opinion is not so hard. 


INCLINATION OF HARD CURRENCY COUNTRIES TOWARD ELIMINATION OF 
SCRIP 


Now, I do not know whether the pound at $2.80 is hard today or not. 
It depends a great deal on what Britain’s production is going to be. 
Some people say the mark is hard. They even say perhaps the mark 
is undervalued. What the mark will become in terms of the American 
dollar if Germany adopts a military posture and has to cut out some 
of her exports, preial she has been pushing very hard for 5 years, I 
do not know. I do not know whether the mark will hold at 4.20, or 
3 to the dollar, or go back to 5. 

Mr. Hays. You are making a very strong case, yet you overlook one 
thing. If we are going to set out to regulate all the foreign currencies 
of the world, that is one thing. Why do we not regulate the Canadian 
currency? Not long ago I was in Canada and I had to pay a premium 
for Canadian dollars. 
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Mr. Bicetow. I am afraid that I did not make my point clear. 

Mr. Hays. You made your point clear, but you are taking in, in my 
opinion, too much territory. I think that your argument is good 
from your point of view, but from my point of view it seems to me that 
you are saying—well, we have to foresee what is going to happen to 
the mark. Maybe it is not likely, but it is possible that the dollar will 
get into an unfavorable position with the mark. That could happen. 
We might go into a depression before Germany; who knows? You 
cannot see all those things. 

Mr. Bicevow. I was attempting to translate that in terms of pounds 
sterling. 

Mr. Hays. You got over to the mark. 


USE OF DOLLARS IN GERMANY 


Mr. Bicrtow. The Germans have agreed that we can put dollars in 
use in Germany. I thought we were discussing what to do with 
England. 

Mr. Hays The question occurs that Mr. Jones and Mr. LeCompte 
are interested in is when you are going to do it in Germany. I do not 
want to have a date. You have been negotiating for 2 years. Can 
we expect progress in the near future, or will we come back to the 
session in January and find out that you are still using scrip there? 
Do you think that it would be fair to call you up in November and 
ask you what progress you have made? 

Mr. Pures. It would certainly be fair. We have 2 or 3 problems 
such as getting the coin and the paper currency that we need in Ger- 
many to satisfy our requirements. 

Mr. Hays. I realize that you have problems. I can see they are 
great and you have plenty of them. I am not unreasonable about 
it. 

Mr. Puttutrps. We feel that before we move into this we should get 
a little more from the Germans in the way of specific understandings 
as to what we can do. We have a general agreement that we can 
use dollars, but we would like to have something a little more spe- 
cific. That should not take more than a matter of a few weeks to 
negotiate. I think it is intended to attach such understanding as a 
part of the status-of-forces agreement which we have with the Federal 
Republic of Germany. 

We have certain administrative problems getting the coin-counting 
and wrapping equipment in the hands of our disbursing officers and 
similar administrative problems. The lift to Germany is another 
problem. I think the earliest we could expect to convert would be 
sometime late this year—October or November, depending upon the 
necessary arrangements being made with Treasury for obtaining 
currency and coin. 

Mr. Nerson. On that point, one reason we cannot do it immediately 
in Germany, even with their consent, is the furnishing of United States 
currency and coin, and I think perhaps Mr. Holtzclaw can give you 
some information on that. The point is that we have to furnish the 
medium of exchange and if we have a switch to dollars that will 
involve also printing and minting in lieu of MPC. If you are inter- 
ested in that point, perhaps Mr. Holtzclaw can give you some data. 
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COMPARISON OF COST BETWEEN SCRIP AND DOLLARS 


Mr. Hoxrzctaw. I am Director of the Bureau of Engraving and 
Printing. A moment ago the question of costs was discussed. The 
cost of the military payment certificates varies according to size, so 
it is difficult to make a general statement about the cost, but taking 
the particular size which corresponds to a dollar bill, the most recent 
costs have been approximately $4.80 per thousand notes in contrast 
to our billing rates for dollars of $9. So the cost for that particular 
size would be about double that of United States currency. I cannot 
speak with any authority about the lower denominations which would 
normally be produced in coins, but I have reason to believe the cost 
would be greater if coins were used rather than paper currency. 

As Mr. Nelson stated a moment ago, while we can produce the 
dollars necessary, it would certainly impose an additional burden 
upon the Bureau of Engraving and Printing. 

Mr. Jones. I have never seen any of the military scrip. What is 
the life of that compared with our dollar ? 

Mr. Hourzciaw. I believe the Department of the Army normally 
puts an issue in circulation about once every 2 years. The average 
life of a dollar bill is from 12 to 14 months. 

Mr. Hays. You say that the Army puts an issue into circulation 
about once every 2 years, but you do not mean to say that these 
individual things last 2 years from the date they are issued ? 

Mr. Hourzctaw. The Department of the Army would have to sup- 
ply that information. I do not know. 

Mr. Nicnots. That is correct. 

Mr. Putiuiutes. The Department of the Army has been designated 
as the executive agency for the Department of Defense in the han- 
dling of military payment certificates. The Air Force and the Navy 
buy them from the Department of the Army. 

Mr. Hourzcuaw. We act as a service organization for the Depart- 
ment of the Army, and since we do not have the equipment necessary 
to produce the military payment certificates economically, we award 
contracts to private concerns for so doing. 

Mr. LeCompre. They are not printed at the Bureau? 

Mr. Hourzctaw. No. They are not. 

Mr. Nicuots. The life of the MPC runs about 2 years with the 
exception of the change, the 5, 10, 25, and 50 cent paper. That takes 
more of a workout because it is doubled and rumpled quite a bit. 
So we are constantly replacing and purifying the MPC’s as we go 
along. 

Mr. Hays. That is what I thought. On a fair basic comparison, 
vou do not think one of these dollars would pass through as many 
hands as that and still be in as good shape? They do not circulate 
quite as fast. 

Mr. Hourzcitaw. They do not circulate as fast. That is why they 
last longer. 

Mr. Hays. It is not as good paper as the dollar bill is printed on, 
but the dollar bill passes through many more hands. 
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Mr. Hourzctaw. The paper on which the United States currency 
is printed is certainly superior to the MPC type of paper. 

Mr. Hays. Is there anyone here who can give us an idea how much 
over and above the printing cost it will cost extra to handle this third 
currency? No one can give an estimate on that? It is quite a sizable 
figure. 

Mr. Puiiures. As compared to the handling of dollars? 


PROBLEMS OF DISBURSING OFFICERS IN HANDLING THREE TYPES OF 
CURRENCIES 


Mr. Hays. You are handling 8 currencies instead of 2. If you 
eliminate this, you would be handling two. As it is, your disbursing 
officers have to handle three currencies. I would like for someone to 
tell me how many millions, if it is in the millions, forms that you 
have to fill out in this currency exchange. As I understand it, we 
have a letter that was printed in the New York Times 

Mr. Putures. In those countries where we use military payment 
certificates, the amount of dollars the disbursing officer would have 
is very limited; in fact, virtually no dollars would be in the hands of 
those military disbursing officers, so we in effect have 2 currencies 
rather than 3. We have the military payment certificates and the 
indigenous currency. 

Mr. Hays. In this article the man who writes it says: 





We were recently using this scrip in Hungary, even though we only had 6 
people there. 

Mr. Puiures. There were some ridiculous situations. We elimi- 
nated those. 

Mr. Hays. He goes on to say— 

When a person with a military status arrives at his foreign station he must 
exchange all of his greenbacks into MPC’s and receives his pay in this form only. 
He must fill out many forms. After this is done, he can change MPC’s against 
foreign currency at the official rate filling out countless forms. He uses MPC’s 
in post exchanges, but in other than military establishments, such as hotels, 
restaurants, and so forth, he must often exchange MPC’s once more for special 
coupons, always filling out additional forms. 

One of the things that this committee has found in its investigation 
is that this Government of ours is “form crazy,” if I may use the word. 

The Hoover Commission says that we can save $4 billion if we 
can just eliminate some of the paperwork. I will be very frank, you 
have not seen much about this committee in the papers, and it is not 
hunting publicity. We were happy to grant you an executive hearing, 
but very frankly the members of this committee must feel as I, that in 
this business of trying to eliminate unnecessary paperwork we are 
more or Jess putting our heads up against a stone wall because every 
time somebody down in one of the bureaus thinks up a new idea they 
think up 7 forms to carry it out. 

I am not being entirely facetious when I say that I am not as much 
afraid of the Russians and their weapons as I am that some day we 
ure going to be engulfed in forms until we submerge and disappear 
from the face of the earth. 
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FORMS REQUIRED IN USE OF MPC’S 


Is there any possible way of getting at how many thousands of 
forms you have stored somewhere on this business ? ie 

Mr. Puuuirs. I do not believe the writer of that article is entirely 
accurate with respect to certain of the statements that he made. I do 
not know of any requirements that a man fill out forms to convert his 
MPC’s to local currency, or to reconvert to dollars if he is leaving the 
country. : 

Mr. Nicuors. There are none. I have copies of the regulations ap- 
plicable to the conversion of MCP’s for service people. We will 
glad to give you a copy. 

Mr. Hays. There are no forms to fill out ? 

Mr. Nicuors. No, sir. 

Mr. Hays. There must be some discrepancy somewhere because one 
of the most common complaints that I have had from people overseas is 
that they do not mind the MPC’s as much as they do all the forms that 
they have to fill out all the time. There must be some form. These 
people are not dreaming forms up, There must be some forms some 
place. I have had them say that over and over again to me. 

(Prior to publication of the record, Mr. Phillips asked that the fol- 
lowing statement be inserted at this point to amplify statements made 
concerning records of foreign currency transactions :) 

A review of special regulations, field instructions, and current practices reveals 
that although the basic regulations do not require that individuals fill out forms 
for ordinary foreign exchange transactions, there is a requirement in some areas 
for the maintenance by the disbursing officer or banking facility of a register of 
foreign currency transactions. Individuals desiring to exchange MPC’s or dol- 
lars for local currency must complete a one-line entry on the register showing 
their name, serial number, amount of dollars or MPC’s being converted, and the 
amount of local currency received. This register was initiated as a means of 
deterring black market financial operations. A joint study of disbursing opera- 
tions in foreign countries recently completed by a team under the direction of 
a representative from the Office of the Secretary of Defense has recommended 
the discontinuance of this register of foreign currency transactions as no longer 


necessary. This recommendation has been prepared for submission to the 
mnilitary departments. 


Mr. Sprotes. Our disbursing officers abroad, when they are han- 
dling MPC’s, carry them in their accounts just as though they were 


United States dollars, green currency, and if they exchange the par- 
ticular local currency for MPC’s there are no forms involved. 


EXCHANGE OF SCRIP INTO DOLLARS 


Mr. Hays. There is no way that a man can get green dollars when 
you are using MPC’s? 

Mr. Sproxes. No, sir. 

Mr. Puiuires. If he is going into an MPC area 

Mr. Hays. Suppose that he is on leave to Switzerland. 

Mr. Puiurrs. He would need to produce copies of his orders in 
order to satisfy the disbursing officer he is going to a dollar area before 
the disbursing officer would convert his MPC’s to dollars. He might 
have to leave a copy of his orders. 
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Mr. Sprotes. Our regulations permit people who are transferring 
on permanent leave from a country to obtain green currency from 
the disbursing officer provided he has any which he has picked up from 
people who are passing through the country, and people who are going 
on special missions from a country into an area where dollars might 
be needed for obtaining either scrip or foreign curriencies they may 
obtain limited quantities, but those are controlled quantities. We do 
not by regulation permit our disbursing officers to deal in United States 
dollars abroad. People are not permitted to buy them from our dis- 
bursing officers during their tour of duty, but they can on departure 
from the country. 

Mr. Hays. What about all of these countless thousands of troops 
who go on leave from Germany and go to Switzerland, or some other 
country, what do they do for money ? 

Mr. Sproves. In our case, if they were going on leave, our disbursing 
officer would not provide them with dollar exchange. They would 
provide them with foreign exchange, Treasury checks, that they could 
exchange in Switzerland for Swiss francs. 

Mr. Hays. We do not have any disbursing officers in Switzerland ? 

Mr. Sproies. Yes, at Berne. 

Mr. Pritiies. The State Department does. 

Mr. Hays. The State Department has disbursing officers ? 

Mr. Puiutirs. Yes. 


USE OF MONEY ORDERS AND TRAVELERS’ CHECKS 


Mr. Nicuoris. They may use money orders or American Express 
checks. 

Mr. Hays. What kind of monopoly does the American Express 
Co. have in all of these places ? 

Mr. Nicnors. They have no monopoly. 

Mr. Srrotes. They just happen to be at more places than the others. 

Mr. Hays. Do you permit anyone else other than the American 
Express Co. to operate ¢ 

Mr. Netson. Yes. I am not completely familiar with the details, 
but I think all the American banks that are abroad have an equal 
opportunity to participate, and I think almost all of the American 
banks abroad are engaged, or designated, as depositories and do deal 
with MPC’s in countries where they are used. As Mr. Sproles said, 
the American Express Co. has a great many more offices abroad than 
do other American banks. They have a great many more facilities, 
only because they have more offices there. 

Mr. Puuiuirs. It is by their choice and not any requirement. 

Mr. Nicuors. I have a list of banking establishments engaged in the 
sale of travelers’ checks, they are the American Express Co., the Bank 
of America, the National Trust & Savings Association, the Mellon 
National Bank & Trust Co., the National City Bank of New York, 
Thomas Cook & Son, Bankers, Ltd., and the First National Bank of 
Chicago, when expressed in United States dollars. 
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PROBLEMS OF CGUNTERFEIT MILITARY PAYMENT CERTIFICATES 


Mr. Hays. There is one other thing that we have not touched on: 
Do you have any problem with counterfeiting of these MPC’s? 

Mr. Nicuots. We do have problems with counterfeiting from time 
to time, but the MPC has never been successfully counterfeited. In 
each case we have been able to apprehend the counterfeiter and confis- 
cate the counterfeited MPC’s. 

Mr. Hays. Would they be easier to counterfeit than green dollars? 

Mr. Nicnors. Mr. Holtzclaw could answer that. 

Mr. Hourzctaw. I would say so. 

Mr. Jones. Do you use the same military scrip all over the country 
or is it different in different countries? 

Mr. Puruuies. It is the same, worldwide. 

Mr. Jonss. The same worldwide? 

Mr. Puitures. Yes, sir. When we convert from one issue to another 
issue we do it simultaneously all over the world, the same hour and 
same day. 

Mr. Jones. And you recall that which is outstanding ? 

Mr. Puttuirs. Yes, and give new issue in lieu thereof. 

Mr. Jones. Is there a deadline put on when such old issues cease 
to be legal tender ? 

Mr. Puruies. Yes, and unauthorized holders cannot turn it in. 

Mr. Hays. How many times have you changed issues? 

Mr. Horrzctaw. There have been five issues since 1946; the sixth 
issue is now in circulation. 

Mr. LeCompre. If a man holds the old issue too long he loses it? 

Mr. Puiturs. What is the time limit on redemption ? 

Mr. Nicnots. It has varied from 30 to 180 days. As we progressed 
with the program we became more liberal in allowing an extended 
time for converting. This change reflected the situation in the coun- 
try concerning the number of MPC’s in the hands of unauthorized 
holders. 

Mr. LeCompte. But authorized holders had no trouble ? 

Mr. Putuies. If presented within 6 months. After 6 months, the 
chief of Army Finance must approve. 

Mr. LeComere. This MPC circulates in an area just like the local 
currency, the soldier takes it and goes to town and uses it in a 
restaurant, for example ? 

Mr. Puitures. No, sir. It can only be used in post exchanges, com- 
missaries, officers’ clubs, and such. 


USE OF SCRIP BARRED IN LOCAL ECONOMIES 


Mr. LeComprs. The soldier cannot go to town and spend it in an 
evening ¢ 

Mr. Puituips. Not in the local economy. Anyone who accepts it 
in the local economy cannot redeem it legally. But sometimes they 
take it at a reduced figure. There is a black market in it. I do not 
think it is serious. 

Mr. LeCompte. What does a young man in the military services do 
who has a weekend off and he has a lot of MPC but no local currency ? 

Mr. Puiures. He can go to a disbursing officer or an authorized 
banking facility 
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Mr. LeCompre. An American banking facility ’ 

Mr. Pups. Yes, and either of them will exchange his MPC’s for 
local currency. 

Mr. LeComrre. But the MPC itself is no good if he has a weekend 
off and goes to Paris, for example ?¢ 

Mr. Putiuites. No. 

Mr. Hays. But if he has some Deutsche Marks he cannot exchange 
them for MPC’s? 

Mr. Pures. No. It is a one-way street. 

Mr. Hays. Why is that? 

Mr. Putturres. We do not reconvert the local currency, do we? 

Mr. Sprotes. Upon departure from the country we will convert it, 
but when he is in the country we do not. 

Mr. Netson. That is only the State Department. 

Mr. Sprores. That is the State Department policy. 

Mr. Hays. But if he has Deutsche Marks in Germany and wants 
dollars he can go to the bank and get it converted ? 

Mr. Puiures. Yes. 


CHANGEOVER TO DOLLARS DESIRABLE IN GERMANY 


Mr. Hays. I think, in my opinion, you made some justification for 
continuing it in England, although I do not think we should buy just 
the British point of view. But in Germany I think the sooner you get 
it out of there the better. 

Mr. Puitures. We agree. I hope you do not get the impression 
we want to continue MPC’s. We are anxious to discontinue them 
wherever we can so long as it is not to our disadvantage and so long 
as we have the permission of the Government to do it. 

Mr. Sprores. The State Department is negotiating in that field and 
if you like I could get some of the correspondence showing what has 
been done. 

Mr. Hays. I think that would be helpful. 

If there are no further questions, we will send a copy of this tran- 
script to you for review and I would suggest that you delete what 
you think should be deleted for seeurity reasons, then what you do 
not delete will be a part of the public hearings. We will not make 
a fanfare of releasing it, but we will give you a chance to censor it 
before it is released. 

Mr. Parties. Thank you. 

Mr. Hays. Any further questions? 

We have not touched on Japan. I am not as familiar with that 
area as the others. I ——— the same thing you talk about in the case 
of Britain holds with Japan ? 

Mr. Jones. One question comes to mind. Pardon the interruption. 
In your PX’s and officers’ clubs and so on, do they also accept green- 
backs there ? 


DOLLARS NOT USED IN FACILITIES WHERE SCRIP IS THE AUTHORIZED 
MEDIUM OF EXCHANGE 


Mr. Pures. No, green is not used. 
Mr. Jonrs. Green is not used anywhere / 
Mr. Pues. No, sir; not in MPC countries. 

















MILITARY PAYMENT CERTIFICATES 19 


Mr. Hays. I have had the experience of going in to get a meal and 
having to scurry around to get some currency before I could pay for it. 
I have not eaten in any officers’ clubs recently, but in 1949 or 1948 it 
was almost necessary in some as to eat there if you wanted to get 
a meal. They always made arrangements for us to get the currency, 
but you had to have it. 


USE OF SCRIP IN FAR EAST 


Mr. Putiips. In the Far East, we have emphasized the condition 
in the Philippine Islands. We have made more of an effort to elimi- 
nate them in the Philippine Islands than in any other area in the Far 
East, but there are a number of political reasons, and I guess economic 
reasons, why we have not been able to discuss this question with the 
Philippine Government or reach any satisfactory arrangement on it up 
to the present time. 

We did not ask either State or Treasury to approach the Korean or 
the Japanese Governments until fairly recently. I think it was only a 
matter of 2 or 3 months ago. We wanted to get the opinion of our 
field commanders in the Far East before we approached it in these 
countries, and they were reluctant to consider it until fairly recently. 
Now they are supporting an approach to the Japanese Government 
and to the Korean Government. 

Mr. Hays. Changing from Japan to the other side of the world, we 
did not speak much a Ped France, either. What is the situation in 
France as far as these things are concerned? The French Government 
objects to discontinuance, do they ? 

Mr. Pures. Yes. 


FRENCH AND ITALIAN POSITIONS ON USE OF SCRIP 


Mr. Netson. With the movement in Germany, it is anticipated we 
can then go to governments like France and Italy. I know in the 
Italian case they said their relaxation of currency controls was not as 
advanced as in some of the other countries—probably having Ger- 
many in mind—and some of the countries with stronger currencies 
should move first. 

Mr. Hays. The Italian economy is much stronger than the Greek 
economy, and do I understand you ‘discontinued them i in Greece ? 

Mr. Puiiurrs. Yes, we did, a little over a year ago. It may not 
have been given the same consideration by the Greek Government as 
by the Italian Government. 

Mr. Hays. Off the record. 

(Discussion off the record. ) 

Mr. Hays. To sum this up, we can expect action in the very near 
future on Germany, and after you move on Germany you think you 
can move on the other countries ? 

Mr. Pumuirs. We expect to reapproach Italy immediately. I think 
that is being done now. 

Mr. Netson. We notified our Embassy in Italy that Germany had 
agreed and queried them as to whether that would make a difference 
in the Italian attitude. I think at the moment it is a query to the 
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Embassy. We did not ask them to speak to the Italians, but to see if 
that would change the Italian attitude and whether it would be worth- 
while to go back to them now. 

Mr. Hays. What about the French position? Are they firmly 
against it ¢ 

Mr. Netson. The last time we queried them they were. When the 
German move takes place, I think we would be justified in going back. 

Mr. Hays. Was that before the German agreement ? 

Mr. Puiuirs. I think it was before the German agreement. 

Mr. Hays. Of course, they have had the present government for 
6 months. 

Mr, Puuituies. It was before the present Government, then. 

Mr. Netson. I believe it was before the present Government, but I 
am not sure the Minister of Finance changed. 

Mr. Hays. The civil officers never change. They will tell you it is 
just the ministers that come and go. So I expect the people who made 
the decision are still there. 

Mr. Netson. The Minister of Finance presently consults many of 
the same people. 


REPORT ON PROGRESS IN FURTHER ELIMINATION OF SCRIP ASKED BY 
CHAIRMAN 


Mr. Hays. I will query you, perhaps not by hearings but by mail, 
to see what progress you bo made, and I think the committee would 
be very happy—in fact I know they would—if you would put some 
little pressure on these governments. Perhaps some day you will get 
orders to do it, and they might as well accommodate themselves to the 
situation while it is possible to do it at the convenience of everyone 
concerned. It is my impression you could push a little more forcibly 
than you have. All of you have stated it is desirable to do it. Itisa 
question now of how soon you will do it. 

Any further questions? 

I think that is all. Thank you very much. 

(Thereupon, at 11:25 a. m., the hearing was adjourned.) 


x 











APPENDIX 





In conjunction with the testimony furnished by these representa- 
tives of the various departments concerned, Chairman Hays made an 
inquiry of each in mid-October relative to the continued use of mili- 
tary payment certificates in certain foreign countries. At that time, 
he requested information as to current action taken, or contemplated 
action, to bring about its diminution. The following answers were 
received : 


TREASURY DEPARTMENT, 
Washington, October 26, 1956. 
Mr. JoHN F. HALEy, 
Stay Director, Subcommittee To Study Federal Printing, 
The Capitol, Washington 25, D.C. 

DEAR Mr. HALEY: Congressman Hays, in his letter of October 17 to Mr. Nelson 
of the Office of International Finance, referred to the hearings held this past 
July concerning the continued use of military payment certificates in certain 
: foreign countries. He recalls that at the hearings the hope was expressed that 
: some progress might be made by this time and has asked us to inform you with 
a supplemental report. 

It is our recollection that the reference to hoped-for progress by November 
referred to Germany. As indicated at the time of the discussion with the sub- 
committee, the Federal Republic of Germany had recently agreed to the use of 
dollar currency and the interested departments were then considering the method 
and timing of introducing dollars in Germany. Agreement has been formally 
reached to proceed with the switchover from military payment certificates to 
dollars in Germany and the Treasury has received from the Department of the 
Army an order for currency and coin to be packaged and delivered to them for 
this purpose. It is expected that the necessary currency and coin will be 
delivered by January 1957 and that other necessary arrangements will bave 
been made by the military departments so that they may be introduced into 
Germany shortly thereafter. 

Although there has been further consideration of the problem between the 
interested departments here as regards Italy and messages sent to our Embassy 
in Italy, action has not been pressed in Europe as a whole pending inauguration 
of the use of dollars in Germany. We have hoped that once action was taken in 
Germany, where a considerable number of our forces are stationed, it might 
prove to be a persuasive point with other countries and a basis for again re- 
opening the question with them. On the other hand, we have doubted that 
progress could be made in other countries as long as our forces remain on 
military payment certificates in Germany which, as Congressman Hays pointed 
out, has a very sound currency. 

Although the situation in the Far Eastern countries where military payment 
certificates are used was explored only briefly at the hearings the position with 
respect to that area should perhaps be clarified. It is believed that it would not 
be in the best interests of the United States to introduce dollar currency in the 
b Far East. Aside from the anticipated difficulty of securing the agreement of 
P the foreign countries to the use of dollars we have felt the circulation of dollars 
} in that area might materially detract from this Government’s policy of keeping 
dollars from Communist China and North Korea. A number of instances have 
come to our attention where dollar instruments in the Far East find their way 
to the free market in Hong Kong in which Communist China deals. 

I hope that this information will be of interest and assistance to you. 

Very truly yours, 
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A. N. OvERsy, 
Assistant Secretary of the Treasury. 
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OcTOBER 26, 1956. 

Mr. JoHN F. HALeEy, 

Staff Director, Subcommittee to Study Federal Printing, 
The Capitol, Washington, D. C. 

Dear Mr. Hatey: The Honorable Wayne L. Hays’ letter of October 17, 1956, 
referring to the round table discussion held in mid July on ways and means of 
eliminating military payment certificates, requested that I write you of the 
developments in this area subsequent to our meeting. 

The Embassy at Rome, Italy, has been requested to furnish its views on the 
elimination of military payment certificates and use of United States dollars 
for similar purposes in the future. Further consideration will be given to 
negotiations with the Government of Italy as soon as the Embassy’s reply is 
received. 

Careful consideration has been given to the elimination of military payment 
certificates in Far Eastern countries but the feeling here is that such action 
would not be in the best interest of the United States at this time. 

Very truly yours, 
J. B. SprRoups, 
Special Assistant to the Director, Office of Finance. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE COMPTROLLER OF THE ARMY, 
Washington, D. C., October 26, 1956. 
Mr. JoHN F. HALEy, 
Staff Director, Subcommittee To Study Federal Printing, 
The Capitol, Washington, D. C. 

Dear Mr. Hatey: Reference is made to the letter of Congressman Wayne L. 
Hays, dated October 17, 1956, requesting that information concerning progress 
made in the abolishing or reduction of the use of the military payment certifi- 
cate be forwarded to you. 

In general there has been no significant progress since this matter was dis- 
cussed in July. In the Far East, for national policy reasons which involve con- 
sideration of the United States dollars accruing to Communist China, it appears 
that there is no possibility of any change in the situation in the immediate future. 
In Europe the plan for the use of dollars in Germany in substitution for the mili- 
tary payment certificate is still firm. However, the timing of the implementation 
of this plan has been tentatively advanced to the first part of 1957. 

I hope this will provide you with the information you seek. If you should 
care to diseuss this matter personally, I am willing to make myself available 
at your convenience. 

Very truly yours, 
E. K. SHULTZ, 
Assistant Comptroller, Foreign Financial Affairs. 





OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., November 6, 1956. 
Mr. JoHN F. HALey, 
Staff Director, Subcommittee To Study Federal Printing, 
The Capitol, Washington, D. C. 

Dear Mr. HAtey: In a letter dated October 17, 1956, Congressman Hays 
asked me to advise you of developments in our efforts to reduce the use of military 
payment certificates since this subject was discussed with the subcommittee 
in mid-July. 

We have essentially completed arrangements for the use of dollars instead of 
military payment certificates in Germany, and the Army has requisitioned the 
coin and currency from the Treasury. We understand that the coin and cur- 
rency will be delivered and that conversion can be made about January 1957. 

Following the conversion to dollars in Germany we hope to be able to arrange 
for elimination of military payment certificates in Italy, and possibly some other 
European countries. We are not now using military payment certificates in 
Spain, Turkey, Greece and some other smaller countries where we have few 
military personnel. 
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The principal responsibility for the Federal financial policy rests with the 
Treasury Department. With respect to the countries in the Far East the Treas- 
ury, after consultation with the State Department, has recently informed us 
that, for national policy considerations, no further action looking to elimination 
of military payment certificates will be considered at this time. 

Please assure Congressman Hays and the subcommittee that there has been 
no change in Defense policy that military payment certificates shall be eliminated 
wherever it is possible and adyantageous to the United States to do so. 

Sincerely, 
C. A. PHILLIPS, 
Assistant Director, Accounting Policy Division. 

















